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Mi. Chairman, Ladies and Gentlemen, 


At the outset, I would congratulate you on the apt 
theme for this 22nd annual meeting of the Petroleum Society 
of the Canadian Institute of Mining and Metallurgy. 


"Tomorrow's technology" will play a key role in 
future development of our resource industries, and I under- 
stand some 30 papers covering industry expectations for the 
next 10 years will be presented to the 500 delegates at 
this year's meeting. 


I consider "tomorrow's technology" an appropriate 
theme, because it points up the international nature of 
resource development, the interdependence of nations on 
the technology and capital required, and the scientific and 
technological exchange between countries which will be so 
characteristic of all phases of resource management in 
the decade ahead. 


By its very nature, resource development has become 
an increasingly interdependent global exercise in terms of 
the technology required, the capital needed and the foreign 
markets on which export-oriented economies rely. 


Canada's resource managers at all levels of government 
and industry will need to work more closely than in the 
past to ensure optimum benefit for all Canadians from future 
resource developments, given this international setting. 


Far from being able to ignore the conditions govern- 
ing our foreign markets, both present and future, more 
diligent study will be needed on their requirements if we are 
to rationalize our resource development effectively. 


Some observers would argue that it is bad tactics for 
Canada to send economic missions abroad to learn all we can 
about our markets, our customers, and our competitors. 7 
would argue that such steps are essential if we are to maintain 
those markets, develop new ones, and gain access for further- 
processed commodities which will produce accelerated economic 
benefits for all Canadians from the exploitation of their 
natural resources. 


This multiple interdependence and natural partnership 
with other countries, not only the U.S.A., but also the U.K., 
the members of the EEC, the Latin American countries, 
are increasingly the countries of the Pacific rim, certainly 
Point topalneecdiior a carefully* planned approach” to’ resource 
development. 
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Minerals account for 1/3 of all our exports and we 
ship minerals to about 90 countries. Everyone should fully 
realize that a country that possesses such a large and 
diversified mineral heritage as Canada, holds in its hands 
one of the most powerful economic growth factors available. 
I wonder sometimes if many Canadians are aware that this 
country ranks third in the world (after the U.S.A. and 
U.S.S.R.), when we talk about value and diversification of 
the mineral industry. It is obvious that some have no 
appreciation of the contribution of the resource industries 
to our economic health and well-being, although we have a 
rich endowment of resources we do not have a monopoly and 
therefore our policies must be related and practical in 
the context of international competitiveness, which is a 
prime and continuing concern to the resource industries 
and to governments. 


It is imperative that we achieve some understanding 
of the policies being involved and the planning going on 
in our principal market areas as well as the prospects 
and expectations in the other mineral producing nations. 
It is only within their framework that our own policy making 
can hope for meaningful significance. The delegation I have 
headed this past year to Japan and Australia have added 
immeasurably to the understanding on the part of our policy 
makers of the global istuation in which our industry must 
function. 


I found it helpful to know, for example, that in 
Japan, the Ministry of Trade and Industry has the power 
to cut off a company's permit to import raw materials in 
the unlikely event that it chose to disregard the policies 
agreed between government and industry in that highly- 
organized economy. 


And in Australia, I found it equally intriguing to 
discover a mutual interest in the marketing of mineral 
commodities, further processing, nuclear technology -- and 
to be greeted with a frank willingness to work closely to 
-derive maximum return from resource development in terms 
of taxes, profits and wages. This would include, of course, 
the opportunity to market the most highly finished product 
from our resources that we could market competitively. 

If we and the Australians agree in principle to optimum 
processing, it would surely enable Canada to be more 
competitive in marketing a Canadian product -- surely a 
Canadian objective. I was surprised to find both the 

leader of the N.D.P. and the House Leader of the Conservative 
Party criticising the purpose and accomplishments of our 
government mission to Australia to achieve the dual purpose 
of optimum prices and processing at home. 
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The talks we had in Australia were the most comprehen- 
Sive of their kind concerning natural resources ever con- 
ducted between our countries, and mark a new aspect of the 
role of Canada in the affairs of the Pacific Basin, in line 
with the Government White Paper on Foreign Policy. 


In current public dialogue concerning proposed changes 
to tax laws, the resource industries have come under attack 
from, no doubt, well intentioned sources, on 2 or 3 basic 
and related points of view. It said, for example, that the 
resource industries are not paying their fair share of taxes, 
that the tax incentives ought to be discontinued or even 
shifted to other forms of more labour intensive industries 
than the resource industry. Inherent in such criticisms is 
the inarticulated major premise that resource development 
contributes little to the economic health and well being of 
Canada. Indeed, because of the appropriation of available 
capital, its encouragement through tax incentives and other 
benefits is probably harmful to our economic development. 
Underlying all of this in the suggestion that Canada is 
achieving an over exploitation of its resources with scant 
regard for the needs of subsequent generations, (unless we 
accept the premise that man's tenure on this earth is finite, 
the logical extention of this proposition is that none of 
the non renewal resourcés should evertbe vtouched == 
for certain the supply is finite -- which of the succeeding 
generation is to be preferred over the other?) 


However, let us return to the more (if only slightly 
more) ephemeral ciriticism. Firstly, may I introduce some 
other factors which seem to have been overlooked in the 
dialogue. 


It is suggested that the Federal Government should use 
its taxing power to discourage resource development because it 
does not provide a lot of jobs, does not provide a lot of 
tax revenue to the Federal Government, and really does 
not contribute much to the economy. Let the Federal Government 
direct capital away to other forms of economic activity. 


The fundamental point that is ignored is that under 
our constitution, resources belong to the provinces, it is 
they who dictate the conditions of exploitation and derive 
the tax benefits thus obtained. Is it a proper use of 
federal taxing power to deprive provinces of a significant 
source of revenue? Is it a proper use of the federal power 
to determine the rate of resource development within a 
province? 
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Since 1947 the resource industries have paid over 
$4-billion to government for licences and royalties, 
most of which went to the provinces and an additional $10-billion 
in tax benefits attributable to the industry. I wish these 
critics would go into the Provinces of Alberta, Quebec and 
British Columbia and convince those governments that resource 
development serves no economic value. 


I know of no better way to exacerbate the centrifugal 
forces always at work in our country than to pursue this 
course of action. It is said the resource industries are 
not labour intensive and that is an accurate description. 
However, the reason they are not labour intensive is because 
they are efficient. In no other industry have we seen such a 
utilization of modern technology to achieve higher productivity 
and consequently lower end cost without which we cannot 
compete in world markets or achieve lower cost commodities for 
domestic or foreign markets. 


I can remember when the mining industry was labour 
intensive -- when men -- and I was one of them -- went into 
the mine with pick and shovel, when mucking and back-filling 
was done by hand and timbers were man handled into the shaft -- 
all for $4.00 per day. Is this the kind of labour intensiveness 
to which we should return? And this is not just a western 
Canadian industry or a northern Quebec and Ontario industry. 
The major share of the quipment dollar -- for airplanes, trucks 
drilling rigs, pipe, pumps, and compressors, to mention but a 
few is spent in Eastern factories. Should we disparage an 
industry that has achieved this efficiency that enables the 
entire industrial complex of this nation to produce more 
competively because of lower cost productivity? 


Are we to be so myopic that we ignore the $4-billion 
paid in licences and royalties, mostly to the provinces 
and the $10-billion paid in tax revenues associated with the 
industry as a whole and the additional billion expended by 
those industries to supporting industries and the multiplier 
effect this has throughout the economy? 
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In the 19th century..there were a group of activists 
known then as "the levellers" whose cry was to burn down 
the mechanized factories whose mechanisms were performing 
otherwise labour intensive jobs. 


It seems we have our 20th century "levellers" in the 
form of economists who would tear down our resource 
industries because they have become too efficient -- and 
by their very efficiency competitive in world markets -- 
and by that efficiency not labour intensive. 


I am sure our objectives as a nation in other industries 
is to be equally efficient that their finished products might 
compete in the market places of the world and thus increase 
the market places for Canadian products -- the only way to 
widen employment. 


As an interesting aside, many mines are short of 
labor - Canadian labor seems to lack the mobility or spirit 
of self reliance that once existed. 


If then, we accept the seemingly irrefutable evidence 
that resource development is good for the economy, it seems 
to be obvious good sense that we use those techniques that 
will encourage such development. Certainly, it is the duty 
of government to see that the maximum benefit is derived 
by all Canadians from their natural resources. In practical 
terms this means striving to reach that point, through 
negotiating the licencing fees and royalties, beyond which, 
capital which has global mobility, is no longer attracted 
to Canadian opportunities. This is a difficult problem but 
it is one that has to be undertaken. No doubt governments, 
both federal and provincial, will always be subject to 
criticism from both sides who feel that vital point has not 
been reached or has been surpassed. When the government 
believed that the oil discoveries in the Arctic lessened the 
degree to which incentives were required, the 1961 land 
order was rescinded. The purpose of the new regulations will 
be to strike the most favourable deal in the interest of 
all Canadians which will enable the continuation of exploration 
and growth. 


The premise of taxation in resource policy in Canada 
is that the industry is better able to make judgements as 
the exploration and growth than could even the best-intentioned 
government and its experts. We believe economic history in 
lands where they have followed the opposite course to 
vindicate this premise. 
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There remains the criticism that incentives should 
be eliminated or even transferred to other more labour 
intensive industries. 


Some allege that governments have made too many 
tax concessions to the oil industry and other resource 
industries which, of necessity, are capital intensive. We 
should eliminate tax concessions and force the business to 
make neutral decisions between investing in labour or 
equipment. They advise -- and again there are those who 
apparently believe that if we applied the same tax approach on 
tax inducements to non-resource industries or more labour 
intensive industries, capital would automatically flow from 
the resource industries to textiles, shoes, or any active 
or other more labour intensive areas. This is palpable 
economic nonsense. Firstly the thesis ignores the basic 
fact that resource development capital is as I have said, 
global capital -- mobile capital. It is organized on an 
international scale by both the bankers and the resource 
developers. It moves not nationally but globally. 


The factors which determine its location and thence 
the degree and pace of resource development in the country 
where it chooses to locate are precise and well established 
they are: 


1. The prospects indicated by geology. 


Zee LOE POLitical stability of the country .-- 
its record in dealing justly with the investor. 


3. The availability of markets for the resource 
product in the best of successful exploration 


4, The competitive tax structure of other countries 
which have, on the basis of the other criteria, 
a reasonably equal attraction -- and then the 


ability of the developed resource to free 
returns from successful exploration to generate 
earnings for further growth. 


5. The state of investment of stock markets in the 
particular location and then the ability to 
generate new capital from other investors into 
the enterprise. 
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These I suggest are in a general way, the questions 
to which the resource investor addresses himself in deter- 
mining the locale for the placement of his capital. 


They do not I suggest move from resource development 
to textiles or boots and shoes, because tax laws encourage 
investment in that direction. They move to resource 
development in other lands where on the basis of resource 
development criteria, the climate is more favourable. 


CONCLUSION 


In conclusion, Mr. Chairman, the pace and direction 
of economic activity in Canada owes much to the development 
of our resources. Canada's ability to attract the huge sums 
of capital required to continue this development will depend 
on national priorities at home and abroad - but will need 
to accommodate the realities of the international market 
place to which our export-oriented industries must look for 
growth. 


Some observers suggest the non-renewable nature of 
our resources should dictate policies that would prevent 
their development, despite the costs to the nation of 
allowing our natural wealth to lie fallow -- untapped and 
unrealized. The rationale for this approach resides in the 
fear that we will somehow exhaust the vast storehouse of 
resources over which we, as Canadians, have been entrusted 
stewardship. 


Broad generalizations about energy resources can 
he dangerous if they lead to complacency in management and 


policy development. We on this continent have had to deal 
with energy, as with other resources, in the context of the 
economics of plenty rather than scarcity. I sometimes think 


the disciplines of management are more difficult in the 
former context. 


Canada's total oil reserves were 469 billion barrels 
at the end of 1970, while total natural gas reserves were 
725 trillion cubic feet. At 1970 rates of production, these 
reserves represent 923 years' supply for oil and 392 years 
for gas. 
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There is real danger in a situation of abundance if 
it leads to failure to prevent waste or to provide the 
necessary incentives to ensure optimum development and 
utilization. We can be lulled into exploiting our more 
accessible resources without providing for the continuous 
development of new resources in more remote areas. 


Our economic policies cannot be evolved in a vacuum 
which ignores the requirements of our markets, our 
customers or our competitors. Our resource policies in 
particular, must reflect the synthesis of experience 
represented by resource management in industry, in provincial 
governments as well as at the federal level. These policies 
need to strike a balance between the competing ethics of 
conservation and growth, but it must be recognized that 
resource development will play a vital part in the character 
of our life style today and in the future. 
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